INTRODUCTION
The need to increase the investment activity of domestic companies calls for the search of new forms and methods of attracting a good deal of investment resources to the national economy. However, the overall investment climate is still unfavorable in the country due to the slow pace of economic reforms and increased political risks, and the investment attractiveness of many companies is low, which causes a significant increase in risks for all investment process participants. In this regard, there is a need of search and practical use of non-traditional, for Ukrainian conditions, tools for capital raising and hedging financial risks that allow investors to reduce risks and protect themselves against possible losses during the entire life cycle of the investment project.
In the project financing carried out by foreign corporations, the most common financial instruments used to attract investment resources are bank loans, including syndicated ones, issue of shares and corporate bonds, asset securitization, guarantee banking instruments, and derivative financial instruments.
LITERATURE REVIEW
Theoretical and practical aspects of using the hybrid financial instruments in the project risk management are given enough attention in the scientific literature. Yescombe (2014) set out the main methodological principles of project financing. The theoretical problems of managing project financing risks have been extensively studied by Crouhy, Galai, and Mark (2005) , the problems of organizing risk management systems in commercial banks are widely investigated by Bessis (2015) . Docherty and Viort (2013) analyzed how to understand and eliminate the failures in managing project financing risks, as well as develop their regulation to improve the banking organization. Strategic issues of bank portfolios safe management to increase investment attractiveness and ensure sustainable growth of banks have been investigated by Boberski (2010) . Golin and Delhaise (2013) developed practical recommendations on credit analysis and credit risk management of project financing for bankers and investors. Ghosh (2012) , King (2014) , devoted their work to risk management in commercial and retail banking services of banks, and, first of all, in managing loan portfolios risks of financial institutions that finance investment projects.
Yehorycheva, Kolodiziev, and Prasolova (2017) investigated the need to increase bank capital in order to reduce the investment risks of banks in Ukraine.
Currently, in the scientific literature, a lot of research is devoted to the problem of using asset securitization for managing project risks. First of all, it is necessary to emphasize the research by Davidson, Sanders, Wolff, and Ching (2004) , in which the securitization process in terms of structuring and management is characterized, Fabozzi (1996) who paid attention to the use of asset-backed securities, as well as research articles by Mishchenko, Naumenkova, and Shapoval (2016), Jobst (2008) , Kothari (2006) , and others.
Studies of the influence of central banks on the project risk management in banking and the role of the private sector in managing systemic risks with a view to ensuring financial stability (Moenjak, 2016) , studies on the management of investment activity risks in pro-cyclical monetary regulation (Mishchenko, Naumenkova, & Lon, 2016).
Of practical interest are studies of country and political risks in project financing (Weltman, 2015; Sokolov & Sokolova, 2016) . Traditionally, the Basel Committee on Banking Supervision (BCBS, 2011), the Bank for International Settlements (BIS, 2004) and the World Bank Group (World Bank Group, 2012) pay great attention to the use of investment guarantees, letters of credit and hybrid financial instruments for risk management of project financing and reflect best practices and recommendations on using hybrid financial instruments in project financing for project risk management.
However, insufficient legislative regulation of using hybrid financial instruments, and the methodological and normative support of the risk management of project financing at all stages of the investment project implementation remain unsolved aspects of the project risk management in Ukraine.
METHODS
The study is based on the National Bank of Ukraine statistical data for the period 2014-2017, data of commercial banks of Ukraine for the periods 2006-2008 and 2014-2017, as well as on the authors' calculations based on the using a set of empirical and economic-statistical methods of scientific analysis.
A monographic method, methods of analysis and synthesis were used while studying theoretical and methodological aspects of project financing, as well as classifying and analyzing project risks and hybrid financial instruments used in risk management of project financing.
In order to make a comparative assessment of using hybrid financial instruments in world practice and in Ukraine, when examining the best practices recommended by the Basel Committee on Banking Supervision, the Bank for International Settlements and World Bank Group, and when determining the specifics of using hybrid financial instruments in Ukraine, comparison method, analog approach and sampling method were used.
Economic and statistical methods were used to determine and quantify the relationships between individual phenomena and processes using hybrid financial instruments, guarantees, letters of credit and currency derivatives. To choose the type of securitization, to distribute risks and assess the advantages of individual hybrid financial instruments, the method of experimental calculation was used. To determine the effectiveness of issuing convertible bonds both from the investor's point of view and from the issuer's point of view, as well as to justify the structure of costs and cash flows arising in the process of asset securitization and the structured bonds issue, the analytical method and the method of expert assessments were used.
Methods of scientific abstraction and system-structural analysis were integrated in developing practical recommendations for improving the organizational, legal and financial aspects of using hybrid financial instruments for risk management of project financing in Ukraine.
RESULTS
Analysis of the practical use of hybrid financial instruments suggests that they have complex characteristics and, more often than not, are a combination of loan instruments and capital instruments. The peculiarity of their application is in the fact that they are both a source of obtaining additional financial resources and an instrument for protecting against the risks of changes in the interest rate, the exchange rate, the prices of goods or securities, etc.
In IFRS 9 (International Financial Reporting Standard), a hybrid financial instrument is viewed through the lens of a hybrid contract containing a combination of a simple financial instrument and a derivative, and the characteristics of a simple financial instrument are the basis for a hybrid contract. For example, when using fixed-income bonds, face value, coupon yield and maturity will be its unchanged characteristics.
The combination of a simple financial instrument with derivatives (forward contract, futures, options, warrants) allows for more flexible environment for meeting commitments, which allows to take into account changes on the different markets -stock, money, foreign exchange, commodity, and changes in asset prices in other sectors of the economy. Convertible bonds with exchange for common or preferred shares; use of a step-wise coefficient of bond conversion depending on the market price per share; multicurrency bonds, etc. can be examples of such financial instruments.
In the world practice of project financing on the basis of the convertible bonds issue, the following hybrid tools are mainly used:
• convertible project bonds, subject to exchange for ordinary shares of companies participating in the project. Such bonds are most often used in the case of project financing under the "limited recourse project" scheme, where money flows generated by other assets of project participants (sponsors) can be partially the sources of debt repayment;
• multicurrency project bonds, which are used in project financing by participants who are residents of different countries, as a result of which the par value redemption is made in the currency of the country in which the investment project is carried out;
• project bonds with a variable coupon, the rate of which depends on the expected profitability of the project and the terms of its implementation.
The convertible bonds are those, the terms of issue of which provide for their exchange for shares of the company. Advantages of using convertible bonds for the issuer consist in reducing the cost of borrowing capital, and for investors -in reducing the risk of increasing the exchange value of shares and obtaining additional income. An additional method of insuring investors' risks is the acquisition of the corporate rights of the joint-stock company in the future, which makes the investment process similar to the mezzanine financing mechanism.
In the conditional calculation of the efficient use of convertible bonds (see Table 1 ), the bond issuer attracts UAH 50 million for the transfer of corporate rights in the amount of UAH 20 million. The average yield on bonds is 11.2%, and the credit market rate is 15%. Thus, the saving of the bond issuer in resource attraction will make UAH 1.9 million. The potential income of the investor will be UAH 7.4 million, that is, 14.8% per annum, which is comparable to the average market yield. Thus, there is a redistribution of incomes and mutual insurance of risks of the bond issuer and the investor having any reliable provision in terms of company shares subject to conversion.
In addition to attracting resources and hedging financial risks, the use of hybrid financial instruments allows to obtain additional tax benefits. First of all, this concerns preferred securities with monthly (Monthly Income Preferred Securities (MIPS)) and quarterly (Quarterly Income Preferred Securities (QUIPS)) income payment. In order to implement such a mechanism, the investing company creates a subsidiary abroad, which issues preferred shares. The income from the sale of these shares is received by the parent company as a loan or by buying the bonds issued. As a rule, in many countries, payments for credits and bonds are not taxed, which serves as an additional source of revenue for the company.
According to the Ukrainian legislation, SSAP 13 (Statement of Standard Accounting Practice), "Financial Instruments", approved by the Ministry of Finance of Ukraine, does not clearly define the conditions for recognition, accounting valuation and accounting rules for hybrid financial instruments. At the same time, a complex financial instrument is characterized as that containing a component of a financial liability and a component of an equity instrument.
This approach stipulates that in project financing, project bonds used to raise capital may be a component of a financial liability, and a component of an equity instrument -shares or another financial instrument whose change in fair value (or its associated cash flow) necessitates the use of one or several instruments for hedging financial risks.
Adhering to the approach outlined in SSAP 13, the hedging of the project cash flow resulting from the There is a two-way assessment of securitization risks while managing project financing risks: in terms of the influence on the originator's capital issuing bonds, and in terms of the impact on the overall financial risks of the entire investment project or its individual participants. The main problems in deciding the issue of attracting investment resources for project financing based on asset securitization are the determination of the bond circulation period, which should be related to the project life cycle duration, and the yield rates, the level of which should take into account not only the future profitability of the project, but also the potential investor interests. In addition, it should be borne in mind that the base rate includes the risk of the country, which in recent years is associated with political risks, and the ABS spread.
Based on the analysis of issuing the bonds of the external state loan in the period 2015-2018 by the government of Ukraine, it can be assumed that the coupon rate on commercial structured bonds can be set at 6-7%. However, taking into account country risks and ABS-spread, which in recent years has fluctuated within 1-1.5%, it should be raised to 7.0-8.5%.
Based on the analysis carried out, the authors developed a structure of expenses for issuance of securitized bonds in Ukraine calculated for bond issues in the amount of USD 50 million, including payment to investors of bond income, based on the annual coupon rate, non-recurring costs (for service company fee, auditor, paying agent, rating review, etc.) and recurrent expenses (for legal advice, creation of an SPV company, an audit company conclusion, rating assignment, bond listing on the stock exchange, etc.) ( Table 2 ).
The calculations lead to the conclusion that, based on the estimated cost of the investment project of USD 50 million, the one-off costs for issuing securitized assets to attract the appropriate amount of resources will be approximately USD 450,000-1,000,000; and recurrent expenses will amount to USD 300-850 thousand.
In order to reduce the securitization risks and stimulate project financing in Ukraine, it is necessary to create reserve funds, in particular, for insurance against political risks, as well as to cover the risks of the service company. In addition, a regulatory framework requires further improvement that regulates defining the organizational and legal form of SPV, the taxation of investors, the methodological support for portfolios of assets subject to securitization, etc.
According to the world practice, bank guarantees, letters of credit, long-term contracts, contracts on special terms, special account deposits, escrow accounts, reserve loans, etc. are the most common tools used to manage project risks (The Multilateral Investment Guarantee Agency, 2010). Payment for rating revision services 10-20 USD thous.
Payment for paying agent services 10-20 USD thous.
Non-recurrent expenditures
Legal advice 100-400 USD thous.
Expenses for SPV-company establishment 50-60 USD thous.
Auditing report on the securitized bonds issue 20-50 USD thous.
Assigning a rating to each bond tranche 5-10 bp Securitized bond listing on the stock exchange 5-20 USD thous.
Bond placement on the market 50-100 bp creased by 9.3%. At the same time, the cost of one granted letter of credit increased from UAH 19.27 million up to UAH 19.80 million, that is, by 2.75%, and the cost of one issued letter of credit decreased from UAH 25.76 million up to 13.25 million, that is, by 48.56%. In addition, the share of letters of credit issued in foreign currency decreased by 2.7 percentage points, and the proportion of letters of credit received in foreign currency -by 6.5 percentage points. At the same time, the cost of one granted letter of credit in foreign currency increased by 29.91%, and the cost of one received letter of credit decreased by 29.70% (Table 3) .
It should also be noted that during the implementing investment projects in order to increase the effectiveness of securitization risk management, the guarantees and credit derivatives used must be irrevocable, unconditional and directly related to a specific requirement (a pool of claims) in order to prevent the cost of the provided protection against risks from increasing. If the credit protection instrument is denominated in a currency other than the national one, the amount of the secured credit requirement in calculating the regulatory capital of the bank should be reduced by an appropriate discount, the recommended standard rate of which is 8% (The Bank for International Settlements, 2004).
In order to manage currency risks arising during the implementing investment projects, repaying loans and paying interest on them, project participants can use a variety of methods for their hedging based on the use of derivatives of currency instruments. The most acceptable for these purposes in Ukraine at present, in the authors' opinion, are forward contracts, currency swaps and over-the-counter option (OTC option).
The main areas to use these instruments are the conversion of exported capital, lending, the purchase of foreign issuer securities or securities issued in foreign currency, support of commercial offers for contracts the value of which is expressed in foreign currency, and repatriation of the profits of the investment project participants.
The use of currency futures by investment companies when hedging project financing risks is limited due to the fact that they circulate on the exchange market according to a standard specification, and they are mainly intended for currency exchange and financial transactions for the purpose of generating income. Individual participants in the investment project can use these tools to manage internal risks in order to prevent currency losses.
The analysis made it possible to conclude that the currency market liberalization in Ukraine in the period 2016-2017 made the use of foreign exchange derivatives more active. If, in 2014, the amount of buying and selling foreign currency on the basis of foreign exchange derivatives was only USD 152.4 million, then, in 2017, it increased almost six-fold. At the same time, the use of currency swaps increased by 12.71, and over-the-counter options by 8.63 times (Table 4) .
Until 2017, the largest share in the currency derivatives structure was held by forward transactions, the share of which was 65.6% in 2016. However, in 2017, due to continued liberalization of the foreign exchange market, this indicator fell to 36.2%. It should also be noted that agreements for up to two weeks prevailed in the structure of transactions for buying foreign currency on a forward basis, and for sales from two weeks to two months, that is, most operations were short-term.
In 2017, as compared to 2016, the volume of swap transactions which were used to hedge medium-term and long-term risks, increased from USD 273.6 million to USD 494.3 million. In the structure of swap operations, the share of payments in euro has increased from 6% in 2014 to 12% in 2017, however, the interest rate on the swap transactions, although it declined in 2017 compared to 2016 in the dollar from 17.1% to 12.1%, and in the euro from 15.3% to 12.0%, is still quite high, which hinders the use of this instrument to hedge currency risks of project financing.
At the same time, despite the significant increase in the use of derivative currency instruments in Ukraine, this is still not enough to ensure an effective hedging of the entire variety of currency risks that arise in project financing.
It should also be noted that the main prerequisites for the project financing implementation are: a stable economy; a stable banking sector; stability of the national monetary unit; favorable investment climate; long-term and stable business relations between banks, investors and their partners; a high level of confidence between creditors; solvency and reliability of all the project agreement participants.
CONCLUSION
This research allows to draw a conclusion that in order to improve the investment climate and risk management of project financing in Ukraine, it is necessary to use more widely unconventional tools that allow investors to protect themselves against possible losses when implementing the investment project.
Calculations of the effective use of convertible bonds for the issuer and the investor, taking into account the mutual redistribution of financial risks, have shown that currently in Ukraine the potential savings of the convertible bond issuer may amount to approximately 3.8% of the volume of their issue, and the potential income of the investor is about 14.8 %.
Based on the analysis of prospects for using the asset securitization method in Ukraine with the aim to attract additional resources and manage project risks, an approximate structure of expenses for the implementing and servicing the structured bonds issue per USD 50 million has been developed, which includes the payment of income on bonds to investors, annual coupon rates at the level of 7.0-8.5%, nonrecurring expenses in the amount of approximately 450-1,000 thousand US dollars and recurrent expenses in the amount of about USD 300-850 thousand. In order to reduce the securitization risks and stimulate project financing in Ukraine, it is proposed to create reserve funds for insurance against political risks, as well as to cover the service company risks. In addition, further improvement of the legislation is necessary in order to regulate the organizational and legal form of SPV, the taxation of investors, the methodological support for the formation of asset portfolios subject to securitization, etc.
The analysis of the Ukrainian banks' experience showed that the use of letters of credit in 2016 compared to 2015 increased by 21.3%, including in the national currency -by 70.5%, which is an indicator of increased investor attention to investment risk management.
The analysis showed that forward contracts, currency swaps and over-the-counter foreign exchange options are the most acceptable instruments for hedging foreign exchange risks of project financing. It is substantiated that the main directions of using these instruments to hedge foreign exchange risks are the conversion of exported capital, lending, the acquisition of securities of foreign issuers, support of commercial offers for contracts denominated in foreign currency, and repatriation of the profits of the investment project participants.
The analysis also indicated that due to the Ukrainian currency market liberalization, the use of foreign exchange derivative in 2017 compared to 2014 increased almost six times. There were the highest rates of increase in the use of currency swaps and over-the-counter options, denominated in euros. However, the cost of hedging using these currency instruments still remains quite high, which constrains their application for risk management of project financing.
The study made it possible to conclude that in using hybrid financial instruments to manage the project financing risks, further improvement of methodological approaches is needed, as well as justification of the methodological principles of hedging financial risks affecting both capital and activities of all participants of the investment project throughout all phases of its implementation.
